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IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel S, Ario,
Insurance Commissioner of the

Commonwealth of Pennsylvania, ;
Plaintiff T
v. : No, 269 M.D. 2001

Reliance Insurance Company,
Defendant

RE:  Ligaidator’s Report and Recommendation on Undisputed Guaranty Association
Administrative Expenses Submitted through December 31, 2007

ORDER

AND NOW, this  14th day of January, 2010, upon consideration of the Liquidat

Petitinn for Approval of Report and Recommendation on Undisputed Guaranty As E%iation

Administrative Expenses Submitted through December 31, 2007 (“Petition”), IT IS HEREBY
ORDERED:

1. The Petition is GRANTED;
2. The Reliance Legal Expense Settlement Agreement attached to the Petition as

Exhiblt B and attached hereto as “Exhibit A” {s hereby APPROVED;

3. The Total Undisputed Administrative Expenses listed on the Report att
the Petition as Exmb:t D and attached hereto as “Exhibit B” are hereby APPROVED as giass ()

A2
2

claimy for the “expenses of a guaranty association in handling claims”;
P g Y

Further, the Court finds that the Total Undisputed Administrative Expenses listed on the

Report attached to the Petition as Exhibit D were necessary, reasonable and inowrred in the best

interest of the Estate.
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The Liquidator shall serve this Order on the Master Setvice List and an afﬁdagi_; with this

Court affirming that service was effectuated.

“Reonie D 1 ezolheth |

£

BONNIE BRIGANCE LEADBETTER,

President Judge
Corlfied o the Regorg
JAN{-; 5 2010
2 and Order Exiy

AReRIuUnh MINDTAM 19 1h. 600 MRIMD DI TAM 1L 1(1..’3[:AH




Jan 15, 2010 1¢:19AM  Commonwealth Court of FA No. 6184

‘RELIANCE LEGAL EXPENSE SETTLE T AGREEMENT )
This Legal Bxpense Settlement Agraement (“Agreement”) Is entered into by and bet;cen
the ;’ollowing (oollectivoly referred o herein as the “Parties”): (i) Reliance Insurance Company
In Liguidation (“Reliance’) and (ii) the Guaranty Assooiations ligtod on Bxhibit A to this

Agreement (the “Participating Guaranty Assoclations™). This Agreement is entered into as of

March 27, 2008, and shall be effgctive as of that date.
RECITALS
WEHEREAS, on October 3, 2001, the Pennsylvania Commonwelth Court entered an‘

Order of Liquidation agahist Reliance with & finding of insolvency and theroafter, the Guaranty
Assoeiations assumed ceitain polioy obligations of Reliance and began handling certain Reliance

claims, subject (o the conditions and limitations of the Guaranty Associutions’ respective stato

staiules;

WHERRAS, under Penusylvania’s statute goveming the order of distiibution ina
liguidation, 40 P.§, §221.44, “the expenses of a guaranty assooiation in handling claims”
considered Class (#) administrative expenses. The financia) condition of the Relisnoe estatehus
petrnitiod Clags (8) oxpenses to be 100% reimbuysed. |

WEHEREAS, the Guaranly Associstions report certain legul expenses as Class (a) priovity
administrative expenses (“Legal Bxpenses” as defined below) and Reliance has identilied Qg\;tailw

of these Logal Expenses which will not bo reinibursed at any priority or may bo reimbursedie

priority other than Class (4) (“Disputed Logal Fxponsoes” as defined bolow) and the Guera
Ase;(;ciations disagree with Reliance’s determination as to the Disputsd T.ogal Bxpenses,

WHREREAS, In lieu of the Guaranty Associations having to produce, and Reliance having
o review, every Legal Bxpense In order to identify, quantify and deduct al] Disputed Legalﬁf

Rxpenses, the Parties have instead negotiated a formula and protoco] by which Legal Expenges

BXHIBIT A
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wlll be reduced to rofloot Disputed Logal Expenses and have decided to enter into this Legal

Expense Settlomont to congerve the asssls of the Reliance estate, to reduce the time and expense

shiat each party would have to inour In connection with the reimbursement of Legal Expengié

including the oosts of any litigation, and in erdef to resolve this dispute.

TERMS AND CONDITIONS

NOW, THEREFORE, in consideration of the promises and the mutual agreemoms,%
sovenants and provisions contaied herein, and other good and valuable consideration, the
sufFiciency of which the Parties to this Agresment hereby acknowledge, and intending to be

legally bound, (he Parties agres as follows:

1. DEFINFEIONS, The following terms as used in this Agreement are defin
follows:

#, Administrative Expenses; All of the expenses roported as Class (a) priox 1t§’/,
adminisivative expenses, including Logal Exponscs, in the quarter]y Gueraaty Associa.tlon
linancial reports submitted to Reliance.

b. Coordinating Committee Legal Expeuses: Those Legal Expenses billed by

Tom Jenkins, as Chair of the Reliance Coordinating Committee, sololy foraotivitios of th
Reliance Coordinating Commiltes. |
e Digpnted Legal Expenses: Those Legal Expenses listed on Bxhibit C,
4. Dykema Legal Expenscs: Those Legal Expensss billed by the Dykema ia‘f} frm
solely in connection with the resolution of tﬁis Legal Bxpense Settlement.
o. Exhibit B: Multiple Ticred Peroentage Reduction Analysis,
£ Lxhibit C: A Jist of Disputed Legal Bxpensss.

fe Issue Carve-Outs: Those Legal Expsnses described in paragraph 57.
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b Large Deductible Legal Kxpenses: Those Legal Bxpenses to which ¢ach
Guaranty Association certifies, subject to agresment by Reliance, in the Guaranty Associati@_
Certification of Legal Bxpenses Pursuant to Paragraph 4(C) of the Large Deductible Settlem?m
Agreement entered into between the Liquidator and the Guaranty Associations offective J uné 20,
2005, as part of the resofution of the large deduotible litigation.

i. Legal Expenges: Thoso expenses (both time and oxpenss).reported to Reliance

cithor!

(i) in the logal expense category on the quarterly Guaranty Association ﬁmmﬂgr

reports; ot

(ti) through ad hoo reporting of expenses not isolated within quarterly financial

repotts,

for retmbursement as Class (a) prionity administrative expenses,

i Voney Carve-Quts: Thoso Lugal Expenace described in paragraph 4

k. Percentage Reductions: The Legal Expense reimbursement reductions of
or %% descxibed in paragraph 2.

L | Revised Administrative Expenses: Reported Administrative Hxpensea reduced
by the lssue Carve-Outs, Money Carve-Outs, Coordinating Commilise Legal Expenscs, D;i&enm
Legal Bxponses, and Large Deductible Legal Bxpenses.

m. Revised Legal Expenses: Reporied Legal Expenses adjusted by deducting any
reporied legal expenses for the Issue Carve-Outs, Money Carve-Outs, Coordinating Commi;wc
‘Loga] Fixpenses, Dykema Légal Bxpenses, and Large Deductible Legal Bxpenscs, - '

e Revised Ratie: The ratio of Rovised Legal Bxpenses to Revised Adminis

Expenses.

g
“Fﬁfﬂ’» R3]
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2. REIMBURSEMENT REDUCTION ¥OR LEGAL EXPENSES,

4, Guaranty Associations ieipating in t ettlement. The Parties

have negotiated u Poreentage Reduotion which reflects the Disputed Legal Bxpenses, so that,

with some exceptions noted below, Reliance will reimburse the Participating Guaranty
Associations’ Legal Bxpenses as Class (a) expenses subject to a Peroentage Reduetion, T '
Percentage Reduction is based upon: '
) tiw amount of the Revised Legal Hxponses; and/or
(ii) the ratio of Revised Legal Expenses to Revised Administrative Exponses.
Those Participating Guaranty Associations with:
(1ii) Revised Legal Expenses in excess of $250,000 or
(iv) Revised Legal Expenses in excess of $100,000 and up to $250,000, pl

Revisod Ratio of 10% or groator,

will be subject to 8 25% reduction of their Revised Logal Expenses.
The remaining Participating Guarenty Assoclations will be subject to un 89 rednction

of their Reviscd Logal Bxpenses.

b. utstanding Reguasts for Information. Reliance has outstanding inibnngfiou

requests (o gerluin Participating Guaranty Associations for detalls regarding specific Lega
Expenses, Once the requesied information is provided and the Lagéi Bxpenses arc prope
reported to and substantiated by Reliance, the estimated Peroentago Reduction assignc:d w}m
Participating Guaranty Association on Exhibil B may change. .

8. Guaranty Associations Not Participating In the Seftlement. A small numbar
of Chuaranty Associations have elected not to participate in this Agreement (“Non-Participating

Guaranty Assosiations™), To the extent that any Non-Parlicipaling Guaranly Association geeks
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to participate in this Agreement in the feture, Reliance will review at that timse the Legal Exﬂnsa
submission information and determine the applicable Percentags Reduction. A Non- |
Paticlpating Guaramy Association may become & Participating Guaranty Association and !
signatory to this Agreement at any time under the Opt-In provision In paragraph 10. To the i
sxtent, however, that any Non-Participating Guaranty Association docs seek to submit Logal
Tixpenses for reimbursernent not pursuant to thia Agreement, those Logal Expenses will be

subject to Reliance's full roviow procedures and allowance guidolines. Several of the Non-...

Participatin g Guaranty Associations are using statutory deposits to fund their sxpenses.

d. Notice of Determination, For purposes of this Logal Bxpense Settlement
any Percentage Reduction will be given a Notice of Determination (“NOD") with a Class (qj
puiority and §-0- allowed amount. The Partlcipating Guaranty Associations agree that 1hey whl
hot object to this priority and/or allowsd amount.

&, Application to Lepal Expenses Only, The Legal Expense Settlement set forth in

this Agroement applics only 1o those expenses reported in the Legal Bxpense cazegury If Qy

expense which would otherwise be a Disputed Y.egal Bxpense is reported in any other catagg y

of Administrative Expensos, (hose Disputed Legal Expenses will bo deducted [n full from ;bc

Cruaranty Association’s Administrative Bxpenses Submission reimbursement and an NOD-with
an appropriate priority and allowed amount, 4 determined by the Liquidator, will be issued,

RTERS. The Percentage Reduction applied o each

Quarler of 2006 as shown on Exhibit B, subject to the entstanding information requests 1
paragraph 2, and will be applied to Legal Bxpensog submitted through December 31, 200

Thereatter, the assigned Percentage Redustion will bo applied to all of that Guaranty

DECPETUDD DIHEIAM 17 1h:NIhu NDIMA MIMRTIAM (C 1IN AAM
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>

Assooiation’s future Legal Expense submissions on quarterly basis for the lifo of the R@huncé

estate unless a different Bercentage Reduction is wiiranted as a result of:

a. New Information submitted ox discovered as a result ol'a spesific request

to a Participating Guaranty Assooiation or a5 a result of a subsogyuent Logal Bxpense or

Administrative Bxpense reviow; or

~—rz7

b. A Participating Guaranty Agsociation requests an adjustment in its

Bl
Porcontuge ‘Reduction and satisfies Reliance, through detailed analysxs with suppbrtl%g

-

documentation, that a different pexcentage should be applicable.
If e Percenlage Reduction is adjusted, that adjustment will be applied retroactivoly to the time
frarne to which the adjustrnent applies. Il neoessary, amended NODs will be issued.

4, MONLY CARVE-QUT, Ifl.egal ¥xpenses in the amount of §25,000 or mme |

and relating to 4 singls issue or olaim ave identfied through a deslctop, on-gite, or closed cl§im :

file reviow, tho specific expenses relating to the single issue or clalm will be analyzed by

Roliance on an individual basts and may be disputed or yeclassified as a different priority
“Mongey Carve Out™), Reliance has already identified Money Carve-Outs for cerlain
Purlisipating Guaranty Associntions and, prior to implementation of this Agteoment, those
Participating Guaranty Associations will be required to quantify the total Money Carve-Out

for any Participating Guaranty Associations, even after implementation of this Agreemen and 10

amount charged to Reliance. Reliance yoserves the right to identify further Money Carve-

adjust applicable Percentage Reductions accordingly. NODs will be issued for any identifthd

Monsy Carve-Quts with an appropriate allowsd amount und Clasg (¢) priority, unless tho s
pamc.ulm oxpense should have boon submitted a5 a Class (b) sllocated claim expense. For

Mongy Carve-Out amounts which should have been filed as an aliocated Class (b) expenss, the

DOATIUDTY MIUDTAN §9 11, N2DU DDA mru-;ﬁﬁ ik in.ﬁ&ﬁ“
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Guiranty Associations may elect to properly reolassify and code these exponsos (o the applivable

claim file. ‘The amount of the Money Carve-Outs will not be inoluded in the Revised Leg G

Expeonses subject to the Percentage Roductlon. Participating Guaranty Assoclations will by
opportunity to object to the prionity and/or the ellowed amounts of the NODs issued for Msﬁey
Cayve-Outs through the claims procedurey established for the adininistration of Guaranty {
Association claims by Ordet of the Cormmonwoalth Court dated November 19, 2007 (“GA |
Claims Ovder™).

5. ISSUR. CARVE-OUT, The following Legal Expenses have been cletcxmingi to

be [ssue Carve-Quls:

a Receivership case studies; |
b. Allocated Loss Adjustment Expense ("“ALAE") and, Spaciﬁé%iiy,
costs of defending an insured; o
" C. Any expenscs that should properly be chavged to another

recervership estule;

d. Any oxpenses relating to Guaranty Association funding, e.g..;
bowrowing of funds, roscarching funding options, establighment of linies of roclit,

public bond financo, and investment fssues; and

€. Any expenses relatad to regulatory proceedings and lawsuity
regarding assessment methodology or caleulation,

£ If any other potenlial igsue carve-outs are identified in the future,
they will be analyzed'on an individual basis and discussed with reprosentatives of

the Patticipating Guaranty Associations. The final determination made by

Reliance will be communicated (o the Participating Guaranty Association

PROFTUEN TIMR AN 12 19:09PU PRIUT PIMEFIAM R 1024 AM
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Except rox expenses described {n 5b, NODs will be iasued for Tssue Carve-Outs with an
appropriate allowed smount and Class (e) priority. lssue Carve-Outs will not be mcluded in
Revised Legal Bxpenses subject to the Percontage Reduction, Guaranty Associations will lieve
an opportunity to object to the priority and/or the allowed amount of NODs issued for lssue
Car ve-Oms through the claims procedures egtablished for the administration of Guaranty

Association claims by the GA Claims Ouder. For expenses deseribed it Sb, ALAE expen&%g the

Ciuaranty Assoclations may elsct 1o tovlassily and code these exponses (o the applicable ala' i
Kleusa (‘Ziéss () eﬁpense. 1f necessary, Reltanco will issuo NODs or file reports with the Gourt
regarding the ALAK expensos in accordance with the GA Claims Order.
6.  LARGE DEDUCTIBLE K:XPENSES, Large Deductible Exponses wil be

decucted from the Guaranty Associations’ reported Logal Bxpenses and will not be pat'i of the

Ravised Logal Bxpenscs subject to the Porcentage Reduction,

Agreemont, Reliance will conduct only limited scopo on-site or dosklop reviews of Guaranty.
Association Legal Bxpenses, Those limited scope reviews will involve largor legal invoioeg and
will focus on entries reflecting the lssue Carve-Outs and any large expense invoices that could
constitute Money Carve-Outs, As 4 result, the tine und oxpenso associated with the Legal

Bxpense Reviews should be stgnificantly reduced since the Reviews will hot recuire

identifioation and quantification of Dispuled Legal Expenses, unless releted to Issue Carv s

and Money Carve-Out concens, .

8. DYKEMA LEGAT, QXPENSEQ Reliance will reimburse the Pavticipatijg :

Guaranty Associations for 100% of their Dykeme Legal Bxpenges up to 8 oap of $300,000%"

s
.‘,_

(*Allowed Dykema Logal Bxpensos”). Allowed Dykema Logal Bxpenses shall be pro ratéd
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aniong the Participating CGuaranty Associations. Dykema Legal Bxpenses will not be part of the
Reviged Legal Bxpenses subjeot to the Percentage Reduation. A NOD will be issued with a

Class (¢) and $-0- allowed amount for sny Dykema Legal Expenses in excess of the Allowed

Dykema Fegal Bxpenses. The Participating Guaranty Associations agree not to object to

priosity and/or allowed amount,

5.  COORDINATING COMMITIER LEGAL EXPENSES: Coordinaling i

Committee Legal Bxpenses will not be part of the Revised Legal Bxpenses 8\11‘)}90’( to the

Pevcontage Reduction.

10, OPT-INJOPT-OUT PRQCEDURES. A Non-Participating Guatanty

Association may Opt-In to the Legal Bxpense Settlement set forth in this Agl eement by nogfymg

the Chiel Liguidation Officer at Relanoe and obtaining ond signing a copy of this Agree

':,
\".
i

A Participating Guaranty Association may opt-out of the Legal Expense Sottlemen
forth in this Agreemont by notifying the Chiaf].aqmdatmn Officer at Reliance that it desare; to
opt-out and is not sceking further reimbursement of its Lega) Expenses or will seek :
reimbursemont subject to Roliance’s full veview procedures. and allowance guidslines,

i1.  NO ADMISSlONL Neither this Agreement nor its tetins shalt constitute

admissions, concessions or acknowledgments by the Partias of liability, wrongdomg, Lauli\l\g'
responsibility, or lack thereof, or the validity or invalidity of any legal position or contentioh, the
meaning ot {ntent of any statute or rogulation by the Purliss, fov any purpose whatsoever, e;;cept
in any action of proceuding to enforee or effectuste the terms of this Agreement, No Fartyto this
Agreemont shall, for any purposs whatsoever, rely on, refer fo, or offer as evidence this
Agreoment, or any of its terms o1 provisions, or any of the negotiationa or proceedings gi%zi:;g‘

rigs-to this Agresment, in any judicial, non-judicial, arbitration or other proceeding, exceptijgn an

BRADRTHEN AIULRTIN (A LA ANNDM LRt mts:é’lnr ir
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aclion or proceeding Lo enforoe or effectuate the ferms of this Agreemant.' Under o
siveumstances shall this Agreement have any affoct on pending litigation involving any of ’
Guarsmty Associations, cither s a parly, intervenor, or 4§ 2 direct beneﬁcmry, whethor aseerted
by # Par ty or non-party to this Agreement. The Guaranty Associations' causes of aonon,
defonses, tights, or the like against any pon-party to this Agreement shall under no ureumstances

he zffected in any manner.

"The Parties acknowledge that this Agresment rosulted from the unique ofrcumstances

presented in the Roliance ostate und, as such, this Agreement is not a presodent, guidoline, !
adynission, or benchmark for any other Hauidation estale in Penngylvania ot in apy other at@e;
By resolving this dispute, the Parties reserve their rights to contest the Legal Expense of sm;ﬂm
issuoy in sy other estate. The Parlics also acknowlodge that neither the Insurance
Commissioner nor the nsurancc Department of the Commonweslth of Pennsylvania are paities

(o this Agreement in a general capacity; except that the Insurance Cormnissioner has ontered into

this Agreement salely in hig capécity as the Liquidator of Rellance. Thig Agreoment is noti:

binding on the Liquidutor in any other ostate or the Commissioner in his other. capacities, z;

shull this Agreement be deemed an admisslon ov interprotation of 40 P.§. §221.44 by (he

Cornmissioner or the Pennsylvania Insurance Department or the Guaranty Associations,
To the extent there are Guaranty Associdtions which opt not 10 partioipate in this

Agreerent and thers ensues any litigation regarding the telmbursement of Legal Expenses, the

Participating Guaranty Associations agres that they will not intervene not participate in any[-,suoh"

nroceedings, except to the extent compelled to do so by legal process of Coourt ordet.

12.  INTEGRATION, This Agreoment sotg forth the entire agreement betwee! he

Parties with respect to the issues involved in this.dispute and may be amended only by writlen
10
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: S
{nstrument signed by the Party or Parties to be charged with the amendment, Neither the Pasties.
nor their agonts have mads promises or oval o written stafements other than those that appear
within this Agreement with respect to the resolution of this dispute.

13, CHOICE OF LAW AND VENUE. This Agreement shall be deemad to hava_

boon entered into and shall be construed and enforoed in accordance with the laws of the

Commonwealth of Pennsylvenia as applied to contracts made and to be performed ontirel
within thal Commonwealth, The Patties agree thal any lawsuit necessary for the enfm'cemgg?of
this Agreement shall not bo oonstrue& as limi’dng the ability of the Guaranty Associations to
assort rights pursuant to the Guaranty Associations’ stato statutes excopt insofur as the assertion
of such 4 right would conflict with the terms of this Agrosment,

4.  ADYICE OF COUNSEL. The Parties to this Agreomont acknowledge thaé’émh

has had access 1o the advics of independent counsel, has cavefully sud complelely read thi

Agreement, understands fully the provisions of this Agreement, and signs this Agreement
voluntatily and without dutess or lack of euthority or vapacity.

15. CGUMEERPARTS. This Settlemont Agreoment may be exccuted in
counlerparts, and delivered by facsimiles or olectronic mail, each of which shall be- dooned an

origingl and ull of which together shall constitute one and the same instruments,

16, REPRESENTATIVES. The individuals who sign Lhis Agreement repres
&!{c'.y lave beest duly authorized to executs on behalf of the Partios thal they purport to repfé‘.séne.
17.  INPORMID CONSENT, The Parties scknowledge that they (or their
destgnated vepresentatives(s)) have read this Agreement, that they fuily understand and

appreciste the meaning of this Agreement, that it fully reflects the entirety of the agreement

belwesn the Parties, that no representation, inducemont, or warrenty has been made to any Party

11
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by mny othor Parly hereto except as set forth hercin, and that they knowingly and votuntari!y;r

enter into this Agrooment and agree to comply with its terms and conditions.
18, CONSTRUCTION, Itis acknowlodged by the Partios that the language of this

Agreemont was drafted and negofiated by hoth parties, that the parties dealt at arms’ length*éﬁd

thal there should be no presumption in. favor of either Party, but rather the document shall bg

i

given 4 neutral construction,

[BND OF DOCUMENT - SIGNATURE PAGES TO FOLLOW]
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Dated: My 72064 RBLIANCE INSURANCE COMPANY (IN

1IQUIDATION)

B.ﬁ%:,uM

No. 6184

David S, Brietling
Chiof Liquidation Officer
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EXHIBIT A

No. 6184 P,

RELIANCE LEGAL EXPENSE SETTLEMENT AGREEMENT

PARTICIPATING GUARANTY ASSOCIATIONS

"Alabama Insurance Guarsnty Asseciation

Aluska Insurance Guaranty Association

Arizona Proporty and Casualty Insuranee

Guaranty Fund

Arkansas Property & Casnalty Guaranty Fund

1 Cuolorado Insurance Guaranty Association

Connecticut Insurance Guaranty Association

Delaware Insurance Guaranty Association

District of Columbia (nsarance Guaraaty
Association

Florida Insurapce Guaranty Association

Tlorida Workers’ Compensation Insurance
Guaranty. Association

Geovgia Insurery Insolvency Pool

Hawail Insurance Guaranty Agsociation

[dahe Insurance Guaranty Association

{ 1linois Insurance Guarapty Fund

Indiana lnsuranw Guaranty Association

Jowa [usurance Guaranty Association

Kinsas Insurance Guaranty Assecirtion

amr

I{entucky Insurance Guaranty Association

‘T.ouisiana Ingurance Guaranty Association

Maine 1muranet Guaranfy Association

Maryland Py operiy & Casualty Insumme
Guaranty

Massachuseﬁé Tnsurers Insolvency Fund

"\fi:chxgan Property and Casualty Guaranty

Agsociation

Minnesota Insurance Guaranty Association

Mississippi Insurance Guaranty Assoclation

Migsouri Property and Casualty Insurance
Guaranty Associntion

 Montana Insurance Guaranty Assoclation

"Nebraska Property and Liability lnsurance
Guaranty Association

Nevada Insurance Guuranty Association

TNew Hampshire Guuaranty Association

New Jersey Property-Liability Insurance Guaranty
Asgociation
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New Jersey Workers Compensation Security Fund

North Carolina Insurance Guaranty Association

North Dakota Insurance Guaranty Association

Orhio Tnsurance Guaranty Assoclation

Oldahoma Property and Casualty Insurance
{yaranty Association

Qregon Insurance Guaranty Association

Pennsylvania Property and Casualty Insurance
Gnaranty Association

Rhode Island Insurers’ Insolvency Fund

South Carolina Property and Casualty Insurance
Guaranty Association :

Tennessee Insurance Guaranty Association

Taxas Property and Casuvalty Insurance Guaranty

Utah Property and Casualty Guaranty Association |

o4 i 3t i 15t

Vermont Property and Casualty Insurance
Guaranty Association

Virginia Property and Casunlty Insurance
Giaaranty Associntion

--------

Washington Ipsurance Guaranty Association

West Virginia Insurapce Guaranty Association

Wiscongin Insurance Security Fund

Vi'voming Insursnce Guaranty Association

As af Map 27, 2008

DIETONSEISNL
184S
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- EXHIBIT C -
RELIANCE LEGAL FXPENSE SETTLEMENT AGREEMENT

DISPUT EGAL EXPENSE

1. GA Jurisdivtion. Legal expenses related to resolution of a jurisdictional issue
between {wo OF more guaranty associations.

2. General. Logal sxponses in connection with issues relating to trade organizations
and their activities, for sxample, PCL and Reinsurance Assoclation of Amerioa; research
and aclivities relating to agsessments, preparation of white papers. :

3, Impaired Company. Legal expenses related to an impaired company prior Lo the
date that the GA’s responsibilities are triggered by statute,

4. logisiative Actlvities. Logal expenses assoclated with variouy leglslative uctivitles
or lysues, Including drafting amendments (0 guaranty agsociation statutes, preparing or
reviewing arguments for legislative ohanges to the (JA statute, providing “technical”
expertlse, responding to questions regarding proposed OA legislation, und lobbying.

5.  NCIGF, Legal expenses associated with attendance by outside counsel at NCIGF
annual meetings, workshops, and legal seminars, Legal expenses in connection with

NAIC and JAIR legal Jssues. Legal expenses assocluted with NCIGH-related projects
inchuding, for exumple, updating the NCIGF Model Act, analysis of GA funding
aliernatives, planning for or speaking at the NCIGF 1.egal Seminar, comparing spesific.:
GA statutes to the NCIGT Mode) Act, and various liquidation issues. Disputed NCIGE:
legal expenses do not Include NCIGF dues.

6. Statutory Determinution. Legat expenses in conneotion with the application of 8
GA statiitory defanse or provision to & ‘specific oluim or group of clalms to determine
whether the claim (s & covered cluim undert the GA Act (e.g., issues involving residency,
multlple caps, not worth, bar date, ete) and legal expenses in connection with net worth
recoverdes under GA net worth recoupment statutes. Disputed expesnses do not in eludy
application of the other insurance provision in the GA Acts, which Reliance will tredt
as a Class (n) administrative expense,
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Exhibit ©

Reliance tnsurance Company (n Liquidation)

Report OF Undisputed GA Adwmiristative Expenses Submitted Through Décamber 31, 2007

Tolal Undisputed
Trecepiion bo Date Expanses Adminisirative

Total Submilted Excluded Uetisputed Previousky Expenses
Adminisiralive Adminisirative Administrative Approved by the {Pending Court

Lengal Enlity Name Expenses Expenses Expenses Caurt ™ Approval)
Akbramna Instrance Guaranty Assacialion: § 440542294 - 339770 % 4.397.025.24 s 44 878.58 £ 435214526
Alpska Insurance Guaranty Assacialion 68781214 8,730.06 679,082.08 15117.20 663,964.88
Colorado Insurance Guaranty Associaton 1,384.430.00 20,583.53 1,333,848 47 18,838.35 1,314,410.42
Florda Insorance Guaraaty Assodation 4 117 024 60 1050542 4,206,129.18 6,001.43 4,200,127.7%
Ronida Workers Compensaton Insurance Gueramty Associalion 7. 847 86018 490 45327 6.657.406.92 3697437 662043255
Geemyis Insorers Inselivency Pool 4,070,256 4% 2804531 4042271118 44223194 3,997,58924
Hawaii Insurance Guaranty Assorkation 58745662 12,020.10 575436.52 14.482.24 560,954,248
{tiaho Insurance Guaranly Assucialion 248,461.00 1,775.17 24668583 873411 233 95102
lowa laswanee Guaraoty Assoctalion 868.014.45 183,524.17 582,490.32 8,318.22 673170
Kansas Propety & Casusly Insurance Guacanty Associalion 856,287.00 11.798.80 844,488 20 11,234 66 833,253.54
Kenucky nsurance Guaranty Association 1.312,116.488 185 87608 1,116,240.78 34,926.08 1,081,315 70
Minnesolz Insurance Guasanty Associalon 151206294 163,164.01 1,348,898.93 21,620.50 1,327,273.43
Mississippi Insurance Gueranty Asseciafiom 211429211 41,5583.63 2472, 70828 44.9711.53 2077 FI6.T5
Missouss Properly & Casually insurarte Guaranty Association 1,758,001.46 1951242 1,738.185.04 45,033.30 1,693,55.74
Montara Casualy Insurance Guaranty Association 37517800 4053282 37111538 7,793.16 3633202
MNew Jersey Compensalicn Raling and Inspeciton Burean 1,103.828.86 6497245 1,638,856 41 17.316.63 1,620,949.38
New Jersey Property and Liabty Insurance Guaranky Assocdalion 381150732 © 51.257.56 3,760,239.76 808475 1,750,245
New Jersey Surplizs Lines Guaranty Fuod B35,903.22 793151 628,061.71 - 523,061,.71
MNorlh Caroling hsurance Guasanty Associalion 385201996 22128839 3.030,730.57 - 3,630,736.57
Pennsylvania Property & Casvally mswance Guaranty Association 1.792.114.00 M,10773 1,713,0068.27 2.800.00 1,.711,006.27
Pennsylvania Workecs Compensation Sectity Fund 12,865,114.00 1,692,290.44 11,172,823.56 21.351.87 14,151 47168
Tennessee Insurance Quaranty Associelion 387300725 3213127 384087598 2630155 A814,574.43
Texzs Progey & Casually Insirance Guarandy Assochation 14,769,891.68 5,827.05 14,763 864 .63 12921157 14,634,751.06
Whsconsin Insurance Seqnity Funds 1,354,036.00 £8.455.44 1,324 84257 18,179.26 1,306,462.31
Total S 76,202 725911 S JA15101.31 § 72,787157.00 $ 585.041.10 $ 7220223678

* Lagal expenses gaid lo GA pussuant 1o ﬁm Omn_cn_zm Selllement. If GA billed Refance for less than the amount allocaied to the GA vnder the Selilerment, the lesser amourd is

stown.
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